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Executive Summary 
Despite a number of favorable economic trends-7 million new jobs during the 
past 5 years, strong corporate profits, low inflation, low growth in private health 
insurance premiums, and substantial increases in federal and state government 
revenues-the number of uninsured continues to increase. During 1996, an 
estimated 41.4 million nonelderly Americans, I 7.6% of the population below age 
65, were uninsured. The problems of the uninsured will not self-correct even 
under the most favorable economic conditions. 

The American College of Physicians remains committed to the goal of 
health care coverage for all Americans. However, like other large social issues, 
progress towards that goal is likely to be achieved in a series of steps. Recent his- 
tory suggests that the American people will support bipartisan initiatives that 
address specific problems and extend coverage to segments of the uninsured 
population such as low-income children. 

Strategies for Incremental Expansion of Access to Care presents ACP recom- 
mendations for a series of incremental steps that would provide health coverage 
for most low-income Americans and about half of the total number of uninsured. 
Political reality suggests that support for any strategy must be bipartisan and that 
successful proposals are likely to: 
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Q-1 

Build on existing programs, not offer a large, new government 
program. 
Establish broad federal rules governing program benefits and stan- 
dards, with state flexibility in the design and implementation of 
programs. 
Target the population below 200% of the poverty level. 
Derive funding from “indirect” sources, such as tax credits and savings 
in related programs, and from expansions of existing revenue sources, 
such as tobacco taxes, but not from a large, general tax increase. 
Assure that coverage or options available to insured people are not 
diminished or perceived to diminish. 

I ne College proposes several options for expansions of health care cover- 
age; they can be implemented collectively or individually. Issues of program 
design and implementation are critical to success, so phasing in these propos- 
als over several years is appropriate. Options include: 

Aggressive efforts to enroll children currently eligible for Medicaid but 
not receiving benefits. 
State flexibility to extend Medicaid coverage to all adults up to the 
poverty level. 
Refundable tax credits to help adults between the poverty level and 
200% of the poverty level purchase private health insurance coverage. 
Temporary federal financial assistance for workers between jobs to 
make COBRA extensions of employer coverage affordable. 

This Policy Paper estimates the costs of these proposals and presents sev- 
eral approaches to financing, including tobacco-tax revenue from pending set- 
tlement talks with the industry; federal and state savings in the existing Medicaid 
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program, as have been achieved in several states under waiver programs; and the 
conversion of a portion of federal “disproportionate share” payments currently 
made under Medicare and Medicaid into individually based subsidies. 
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Preface 
The American College of Physicians is committed to reaching the goal of 
health care insurance coverage for all Americans. The failure of our public and 
private systems to provide health care coverage for all remains the most criti- 
cal health challenge facing the nation. Despite extraordinary economic growth 
and burgeoning federal and state government revenues, one out of six nonelder- 
ly Americans is uninsured. The majority of Americans receive coverage through 
their employers, individually purchased coverage, and public programs such as 
Medicare and Medicaid - and their care can be the best in the world. It is well 
documented, however, that the uninsured receive fewer health care services, are 
sicker, and face higher mortality rates than those who have insurance.’ It is this 
impact on health status that has generated the ongoing concern of the American 
College of Physicians. The College remains committed to universal coverage 
- that is, that all Americans must have health care coverage for their medical 
needs.z 

Although our goal is universal coverage, that goal realistically may be 
achieved in a series of steps to expand access to care over a number of years. 
This is not unlike the progress made0 in other major social policy areas-for 
example, civil rights, gender equality, and environmental protection-in which 
advances were made through legislation and other steps taken over time. 
Although the American public does not seem to support major shifts of policy 
or large expansions of government’s role, recent experience has shown that the 
public will support, and Congress will pass, incremental changes. The expan- 
sion of Medicaid beyond the beneficiaries of Aid to Families with Dependent 
Children, the Health Insurance Portability and Accountability Act of 1996, 
and the Children’s Health Insurance Program of 1997 are all examples of 
important steps to broaden coverage, taken with bipartisan support, and all are 
opportunities to build on for future initiatives. 

In this Policy Paper, the College lays out an agenda for further progress 
towards our goal of universal coverage. The initiatives we recommend are polit- 
ically practical and substantively meaningful next steps that would provide 
coverage for all low-income households and reduce the total number of the 
uninsured by half. We welcome proposals for federal, state, and local initiatives 
and hope to work with others to expand coverage. 

3 

‘Blumberg LJ, Liska DW. The Uninsured in the United States: A Status Report. The Urban Institute, 
1996. Donelan K, et al. Whatever happened to the health insurance crisis in the United States? JAMA. 
1996;276:1346-50. 
*Universal Coverage: Renewing the Call to Action. Philadelphia: American College of Physicians, 1996. 
Earlier ACP policy: access to health care. Ann Intern Med. 1990; 112:641-61. Universal insurance for 
American health care. Ann Intern Med. 1992; 117:s 1 l-9. 
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Background 
The health care delivery system has experienced substantial change during the 
past 5 years. These changes include the ascendancy of managed care and slower 
growth in private health care expenditures. The growth in managed care has 
substantial implications for the care delivered to patients with health insur- 
ance. Yet, despite the substantial changes in the nature and style of care deliv- 
ered to patients with insurance, they continue to represent a declining share of 
the American population. Even as these important changes have transpired, the 
percent of Americans without health insurance continued to rise. During 1996, 
an estimated 41.4 million nonelderly Americans-some 17.6% of the nonelder- 
ly population-were uninsured.3 

The high, and rising, share of Americans without insurance has persisted 
despite robust growth in the economy and unemployment rates reaching a 24- 
year low. Between 1993 and 1996, the economy produced nearly 7 million new 
jobs. Yet, despite this impressive economic performance, the percent of all 
Americans without insurance increased from 15.3 % in 1993 to 15.6% in 1996. 
This most recent experience indicates that economic expansion coupled with 
low growth in inflation and the cost of private health insurance by itself will not 
reduce the share of Americans without health insurance. Though incremental 
steps to extend coverage have recently been adopted, without subsequent 
governmental intervention the number of uninsured will continue to rise. An 
economic downturn would, of course, exacerbate this trend. 

The traditional means of financing care for the uninsured, through gener- 
ating profits from more generous health plans, is increasingly at risk, because 
the growth in payments from private health plans to health care providers has 
slowed substantially. Moreover, the Balanced Budget Act of 1997 would reduce 
the growth in Medicare and Medicaid spending by nearly $13 0 billion over the 
next 5 years. Cost-containment efforts in both the public and private sector will 
slow the growth in provider revenues, placing added pressure on providers 
seeking to subsidize free care provided to the uninsured. This new financial 
pressure will occur during a period when the share of uninsured Americans con- 
tinues to rise and, along with it, an increasing demand for uncompensated care. 

Though the Congress and the President could not reach agreement con- 
cerning a comprehensive approach to covering the uninsured during the 103rd 
and 104th sessions of Congress, several incremental options were adopted dur- 
ing the 1990s. Of note is the recently passed Children’s Health Insurance 
Program (CHIP), which authorized an expansion of coverage for uninsured 
children starting in October 1997. Collectively, these approaches have moder- 
ated, and are anticipated to moderate, the growth in the percent of Americans 
without health insurance. However, without on-going efforts to extend health 
insurance coverage, all signs point to the continued rise in the share of 
Americans without health insurance. 

Tabulations from the Current Population Survey, March 1997. The survey questions are intended to esti- 
mate the number of Americans uninsured all year. However, many researchers believe the estimates more 
accurately reflect the number uninsured at a moment in time-for instance, during a typical month. This 
total excludes an estimated 300,000 elderly Americans without insurance. Among all Americans, approxi- 
mately 15.6% of the population was uninsured during 1996. 
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Incremental Reforms: A Brief Review of Steps to Date 
Both the federal government and individual states have actively pursued incre- 
mental efforts designed to expand health insurance to low-income populations. 
These approaches are outlined briefly below: 

l State Expansions ofMedicaid-To date, the Administration has approved 
several Section 1115 Medicaid Research and Demonstration Waivers; 
13 states have implemented their programs. These 1115 waivers are 
intended to allow the states to experiment with a variety of alternative 
payment and financing mechanisms. These experiments have includ- 
ed expansion of coverage to the uninsured. However, each of the state 
experiments must be “budget neutral”; that is, federal spending cannot 
be higher under the waiver. This means that states seeking to extend 
coverage to the uninsured must generate savings sufficient to cover the 
new populations at no new federal cost. To achieve these savings, most 
states have used the waivers to extend managed care to segments of 
their current Medicaid population. 

Several evaluations indicate that, relative to fee-for-service plans, 
managed care can reduce spending by approximately 20%.4 In some 
cases, managed care savings have been augmented with rechanneling 
disproportionate share spending into health insurance. Many states 
have used these savings to extend coverage to uninsured state resi- 
dents who are not Medicaid eligible. For instance, states such as 
Massachusetts, Vermont, Oregon, and Delaware have broadly expand- 
ed health insurance coverage to previously uninsured residents below 
a defined percent of the poverty level. Massachusetts plans to direct 
savings generated through managed care into expanded coverage for 
nearly all residents living under 200% of the poverty level.s This would 
extend coverage to an estimated 160,000 state residents. Other states, 
such as Tennessee, have combined savings from managed care and dis- 
proportionate share dollars to extend coverage to the previously unin- 
sured. Through June 1996, five states had extended health insurance 
coverage to over 550,000 persons previously uninsured through a com- 
bination of managed care savings and rechanneled disproportionate 
share spending. Expanded coverage in these states was accomplished 
without higher federal spending.‘j 

The 1115 waivers also provide some important lessons concerning 
program implementation. In some cases, such as Tennessee, imple- 
mentation occurred very quickly, perhaps without sufficient planning 
needed to anticipate potential problems inherent in large-scale changes 
in the organization and delivery of services. Several problems with the 
implementation of the Tennessee waiver have been reported, including 
the assignment of eligibles to plans and low rates of provider payments 
that may have compromised access to care. Lessons from the imple- 
mentation of the Tennessee waiver, however, have provided important 
lessons for other states seeking similar flexibility. 

“Congressional Budget Office, “The Effects of Managed Care and Managed Competition,” Memorandum, 
February 1997. 
SThe 1997 poverty gu idelines of the Department of Health and Human Service for the 48 contiguous states 
and the District of Columbia are $10,610 for a family unit of two, $13,330 for three, and $16,050 for four. 
Federal Register, vol. 62, no. 46, 10 March 1997. 
‘Unpublished data from state summaries, Health Care Financing Administration, 1997. 
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l Federal and State Expansions of Medicaid-During the late 198Os, the 
federal government expanded Medicaid coverage to certain low- 
income children and pregnant women. Under federal law, all children 
under age 6 and pregnant women living in families with income under 
13 3 % of the poverty level are eligible for Medicaid (states that had 
raised eligibility levels for pregnant women and children under age 6 
to a higher level before 19 December 1989 were required to maintain 
that level). As part of the Omnibus Reconciliation Act of 1990, states 
were required to phase in coverage of children living in poverty born 
after 30 September 1983. By October 2002, all children under age 19 
living in poverty will become eligible for Medicaid. 

In addition to the federal mandates, authorization was provided 
during 1989 and 1990 allowing the states to expand coverage for preg- 
nant women and infants above the federal mandates. For example, the 
National Governors’ Association reports that 34 states have expanded 
eligibility to 185 % of the poverty line for these people. In addition, 
states may, with approvals from the Health Care Financing 
Administration under Section 1902(r)(2) of the Social Security Act, lib- 
eralize their income and asset testing used in Aid to Families with 
Dependent Children (now replaced by the Temporary Assistance for 
Needy Families program). This has allowed several states to expand 
Medicaid coverage to children living in families with incomes above 
the federally mandated levels. 

Several states also have expanded health insurance coverage for 
children through collaborative arrangements with the private sector. 
Some states, such as Alabama and Pennsylvania, have expanded cov- 
erage working through the Blue Cross Caring Program. Other states, 
such as Florida, are working with school districts to identify and pro- 
vide health insurance to uninsured children. Nationally, over 900 
school-based health centers are in operation.’ 

l Post-Employment Continuation Coverage-As part of the Consolidated 
Omnibus Budget Reconciliation Act (COBRA, PL99-272), employer- 
sponsored health insurance may be continued generally for up to 18 
months under two qualifying events. The first event is involuntary or 
voluntary job separation; the second is family-related change stemming 
from divorce or legal separation from, or the death of, an insured work- 
er. Under COBRA, eligible persons may continue to purchase their for- 
mer insurance coverage at a premium up to 102% of its total cost. 
Despite the continuity and protection offered former workers and their 
families, relatively few qualified persons actually participate in the pro- 
gram, presumably because of its cost. Among those qualifying through 
job separation, 19% participated in the program, whereas a third of 
those qualifying through family-related events continued their coverage.* 

l Tax Deductibility of Health Insurance for the Self-Employed and the Tax- 
Free Medical Savings Account- The federal government has also 
attempted to reduce the number of uninsured through the tax code. 
Under current law, the self-employed can deduct 40% of their health 

‘BNA, Health Policy Report, 11 August 1997, p 1273. 
“Flynn, P COBRA Qualifying Events and Elections, 1987- 1991. Inquiry. Summer 1994;3 1:2 15. Flyrm 
reports over 1.3 million participants in COBRA per year during this time period. 
























